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Enclosed for recordation under the provisions of Section
11303(a) of Title 49 of the U.S. Code are the original and four .
counterparts of a Security Agreement dated as of July 1, 1982. This
Security Agreement 1s a primary document.

Dear Ms, Mergenovich:

A general description of the locomotives and railroad
cars covered by the enclosed document and intended for use related
to interstate commerce is set forth in Schedule 1 attached
to this letter and made a part hereof.

The names and addresses of the parties to the Security
Agreement are as follows:

Debtor: IC Equipment Leasing Company
111 East Wacker Drive, Suite 2700
Chicago, Illinois 60601

Secured Party: Mercantile Trust Company N.A.
8th and Locust Streets
Mercantile Tower
P. O. Box 524
St. Louis, Missouri 63101

The undersigned is the Debtor mentioned in the enclosed
document and has knowledge of the matters set forth therein.

Please return the original and three copies of the
Security Agreement to Larry Elkins, Esq., Chapman and Cutler,
111 West Monroe Street, Chicago, Illinois 60603.

Also enclosed is a check in the amount of $50.00 covering
the required recording fee.

A short summary of the enclosed primary document to appear
in the Index follows:

Security Agreement between IC Equipment Leasing Company,
as Debtor, 111 East Wacker Drive, Suite 2700, Chicago, Illinois
60601, and Mercantile Trust Company N.A., as Secured Party, 8th and
Locust Streets, Mercantile Tower, P. 0. Box 524, St. Louis, Missouri
63101, covering 5 locomotives (both as hulks prior to rebuilding and
as operable locomotives following reconstruction) and 326 HT open
top hopper cars.

Very truly yours,

IC EQUIPMENT LEAS?jf C

By %d:w\

Enclosures “FES  fcosne 7
DEBTOB/KS7AFORESAID




DESCRIPTION OF EQUIPMENT

5 SD-20 Diesel Electric Locomotives Marked
and Numbered ICG 2034 through ICG 2038, both
inclusive
326 100-Ton Open Top Hopper Cars Marked and Numbered

ICG 388790 through ICG 389115, both inclusive

SCHEDULE 1
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SECURITY AGREEMENT

Dated as of July 1, 1982

From

IC EQUIPMENT LEASING COMPANY

DEBTOR

To

MERCANTILE TRUST COMPANY N.A.

SECURED PARTY

(I.C.G. No. 82-3)
(5 Locomotives and 326 Open Top Hopper Cars)
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SECURITY AGREEMENT

THIS SECURITY AGREEMENT dated as of July 1, 1982 (the
"Security Agreement") is from IC EQUIPMENT LEASING COMPANY, an
Illinois corporation (the "Debtor") Debtor's post office address
being 111 East Wacker Drive, Suite 2700, Chicago, Illinols 60601
Attention: Treasurer, to MERCANTILE TRUST COMPANY N.A. (the
"Secured Party"), whose post office address is Mercantile Tower,
8th and Locust Streets, P. 0. Box 524, St. Louis, Missouri
63101, Attention: .

RECITALS:

A. The Debtor and the Secured Party have entered into
a Participation Agreement dated as of July 1, 1982 (the "Participa-
tion Agreement") with Illinois Central Gulf Railroad Company
(the "Lessee") and the Waterloo Railroad Company ("Waterloo")
providing for the commitment of the Secured Party to purchase on
various Closing Dates (as defined in the Participation Agreement)
not later than October 24, 1982, the Secured Notes (the "Notes")
of the Debtor not exceeding an aggregate principal amount of
$11,788,660. Each Note is to be dated its date of issue, to
bear interest for the period from such date to but not including
January 25, 1985 at the Prime Rate, for the period from January 25,
1985 to but not including January 25, 1988 at 103% of the Prime
Rate, for the period from January 25, 1988 to but not including
January 25, 1991 at 105% of the Prime Rate and thereafter prior
to maturity at 108% of the Prime Rate, in each case from time to
time in effect, to be expressed to mature in installments of
interest only payable on January 25, 1983, and on the 25th day
of each April, July, October and January thereafter to and including
January 25, 1985, followed by 40 consecutive quarterly installments,
including both principal and interest, the principal portion
thereof to be payable in accordance with the amortization schedule
set forth in Schedule 1 hereto with the first such installment
to be paid on April 25, 1985, and the balance of such installments
at three-month intervals thereafter with the final such payment
being due on January 25, 1995; and to be otherwise substantially in
the form attached hereto as Exhibit A. As used herein and 1n
the Notes, the term "Prime Rate" shall mean at any time the rate
of 1nterest then most recently announced by Mercantile Trust Company
N.A. as 1ts prime rate, and each change in the interest rate
payable on the Notes shall take effect on the effective date of
the change in the Prime Rate.

B. The Notes and all principal thereof and interest (and
premium, if any) thereon and all additional amounts and other sums
at any time due and owing from or required to be paid by the Debtor
under the terms of the Notes, this Security Agreement or the
Participation Agreement are hereinafter sometimes referred to as
"indebtedness hereby secured".



C. All of the requirements of law relating to the trans-
action contemplated hereby have been fully complied with and all
other acts and things necessary to make this Security Agreement a
valid, binding and legal instrument for the security of the Notes
have been done and performed.

SECTION 1. GRANT OF SECURITY.

The Debtor in consideration of the premises and other
good and valuable consideration, receipt whereof is hereby
acknowledged, and in order to secure the payment of the principal
of and interest on the Notes according to their tenor and effect,
and to secure the payment of all other indebtedness hereby secured
and the performance and observance of all of the Debtor's covenants
and conditions in the Notes and in this Security Agreement and
in the Participation Agreement contained, does hereby convey,
warrant, mortgage, assign, pledge and grant the Secured Party,
its successors and assigns for the ratable use and benefit of
the holders of the Notes, a security interest in all and singular
of the Debtor's right, title and interest in and to the properties,
rights, interests and privileges described in Sections 1.1 and 1.2
hereof, subject to those limitations set forth in Section 1.3
hereof; excluding, however, those Excepted Rights in Collateral
as defined in Section 1.5 hereof (all of which properties other
than the Excepted Rights in the Collateral, being hereby mortgaged,
assigned and pledged or intended so to be are hereinafter collectively
referred to as the "Collateral").

l.1. Equipment Collateral. Collateral includes
the railroad equipment to be sold pursuant to a Purchase
Agreement dated as of July 1, 1982 between Waterloo as seller
and the Debtor as provided therein and to be identified thereafter
as described in Schedule 1 attached hereto and made a part hereof
(collectively as described in Schedule 1 the "Equipment" and
individually an "Item" or "Item of Equipment"), and which constitute
the Equipment leased and delivered under that certain Equipment
Lease dated as of July 1, 1982 (the "Lease") between the Debtor,
as lessor, and the Lessee, as lessee; together with all accessories,
equipment, parts and appurtenances appertaining or attached to
any of the Equipment hereinabove described, whether now owned or
hereafter acquired, except such thereof as remain the property
of the Lessee under the Lease, and all substitutions, renewals
or replacements of and additions, improvements, accessions and
accumulations to any and all of said Equipment, except such thereof
as remaln the property of the Lessee under the Lease, together
with all the rents, issues, income, profits and avails therefrom.

1.2. Rental Collateral. Collateral also includes all
right, title, interest, claims and demands of the Debtor as lessor
in, to and under the Lease, including all extensions of the term
of the Lease, together with all rights, oowers, privileges,
options and other benefits of the Debtor as lessor under the Lease,
including, without limitation:




(1) the immediate and continuing right to receive and
collect all rental, casualty value payments, insurance
proceeds, condemnation awards and other payments, tenders
and security now or hereafter payable or receivable by
the Lessor under the Lease pursuant thereto, except those
sums reserved as Excepted Rights in Collateral under
Section 1.5 hereof;

(2) the right to make all waivers and agreements
and to enter into any amendments relating to the Lease or
any provision thereof, except with regard to the right of
the Debtor to receive those sums reserved as Excepted Rights
in Collateral under Section 1.5 hereof; provided that so
long as no Event of Default hereunder shall have occurred
and be continuing, or an Event of Default hereunder shall
have occurred and be continuing due solely to an Event of
Default having occurred under Sections 14.1(e) and 14.1(f)
of the Lease and the Lessee shall then have otherwise performed
all of 1its obligations under the Lease, the Secured Party
agrees that 1t will not enter into any such waiver, agreement
or amendment without the written concurrence of the Debtor;
and

(3) subject to those rights granted the Debtor under
Section 5.3 hereof, the right to take such action upon the
occurrence of an Event of Default under the Lease or an
event which, with the lapse of time or the giving of notice,
or both, would constitute an Event of Default under the
Lease, including the commencement, conduct and consummation
of legal, administrative or other proceedings, as shall be
permitted by the Lease or by law, and to do any and all
other things whatsoever which the Debtor or any lessor is
or may be entitled to do under the Lease;

it being the intent and purpose hereof that subject always to
Excepted Rights in Collateral (as defined in Section 1.5 hereof),
the assignment and transfer to the Secured Party of said rights,
powers, privileges, options and other benefits shall be effective
and operative immediately and shall continue in full force and
effect, and the Secured Party shall have the right to collect and
recelve all rental and casualty value payments and other sums

for application in accordance with the provisions of Section 4
hereof at all times during the period from and after the date of
this Security Agreement until the indebtedness hereby secured

has been fully paid and discharged.

1.3. Limitations to Security Interest. The security
interest granted by this Section 1 is subject to (a) the right,
title and interest of the Lessee in and to the Equipment under the
Lease so long as no Event of Default under the Lease, or any
event which with the lapse of time or the giving of notice, or
both, would constitute such an Event of Default urder the Lease
shall have occurred and be continuing, (b) the lien of current
taxes or assessments not in default (but only if such taxes are

-3



entitled to priority as a matter of law), or, if delinquent, the
validity of which is being contested in good faith, (c) liens of
vendors, mechanics, materialmen and laborers for work or service
performed, or materials furnished which are not yet due and payable,
including, without limitation, the rights of Waterloo as seller,
arising under the Purchase Agreement (as defined in the Participation
Agreement), (d) liens and charges being contested pursuant to

Section 9 of the Lease, and (e) rights reserved to or vested in

any government, municipality or public authority to control or
regulate any Item of Equipment or the use of such Item in any

manner which has no material adverse effect on the use of such

Item for the Debtor's purposes (collectively "Permitted Encumbrances").

1.4. Duration of Security Interest. The Secured Party,
its successors and assigns shall have and hold the Collateral
forever; provided, always, however, that such security interest
is granted upon the express condition that if the Debtor shall
pay or cause to be paid all the indebtedness hereby secured then
these presents and the security interests hereby granted and conveyed
shall cease and this Security Agreement shall become null and
voild, and in such event the Secured Party shall (upon the request
of the Debtor and at no cost to the Secured Party) execute and
deliver to the Debtor such instrument or instruments as may be
necessary or appropriate in order to make clear upon the public
records the title of the Debtor in and to the Collateral; otherwise
it shall remain in full force and effect.

1.5. Excepted Rights in Collateral. There are expressly
excepted and reserved from the security interest and operation
of this Security Agreement the following described properties,
rights, interests and privileges (hereinafter sometimes referred
to as the "Excepted Rights in Collateral") and nothing herein or
in any other agreement contained shall constitute an assignment
of said Excepted Rights in Collateral to the Secured Party:

(a) all payments of any indemnity under
Sections 6, 10.2 and 20 of the Lease or repayments
to the Debtor or interest on such payments by
reason of payments by the Debtor under Section
21.2 of the Lease which by the terms of any of
such sections of the Lease are payable to the
Debtor for its own account and all rental increases
pursuant to the operation of Section 2.3 of the
Lease;

(b) all rights of the Debtor under the Lease
to demand, collect, sue for or otherwise obtain
all amounts from the Lessee due the Debtor on
account of any such indemnities or payments or
rental increases pursuant to the operation of
Section 2.3 of the Lease, provided that the rights
excepted and reserved by this paragraph (b) shall
not be deemed to include the exerclse of any
remedies provided for in Section 14 of the

.



Lease except those contained in Section 14.2(a)
thereof; and

(e¢) any insurance proceeds payable under
general public liability policies maintained by
the Lessee pursuant to Section 1ll.1 of the
Lease which by the terms of such policies or
the terms of such agreements are payable
directly to the Debtor for its own account.

SECTION 2. COVENANTS AND WARRANTIES OF THE DEBTOR.

The Debtor covenants, warrants and agrees as follows:

2.1. Debtor's Duties. The Debtor covenants and agrees
well and truly to perform, abide by and be governed and restricted
by each and all of the terms, provisions, restrictions, covenants
and agreements set forth in the Participation Agreement, and in
each and every supplement thereto or amendment thereof which may
at any time or from time to time be executed and delivered by the
parties thereto or their successors and assigns, to the same extent
as though each and all of said terms, provisions, restrictions,
covenants and agreements were fully set out herein and as though
any amendment or supplement to the Participation Agreement were
fully set out in an amendment or supplement to this Security Agree-
ment. The Debtor undertakes to perform only such duties as are
expressly and specifically set forth herein and in the other
Operative Agreements (as defined in the Participation Agreement)
and no implied obligations or covenants shall be read into this
Security Agreement or any other Operative Agreements against the
Debtor.

2.2. Warranty of Title. The Debtor has the right,
power and authority to grant a security interest in the Collateral
to the Secured Party for the uses and purposes herein set forth;
and the Debtor will warrant and defend the title to the Collateral
against all claims and demands of persons claiming by, through
or under the Debtor, excepting only this Security Agreement and
Permitted Encumbrances. The Debtor also agrees that it will,
in its 1ndividual capacity and at its own cost and expense,
without regard to the provisions of Section 6 hereof, promptly
take such action as may be necessary to duly discharge any liens
and encumbrances on the Collateral arising by, through or under
the Debtor other than this Security Agreement and Permitted
Encumbrances. Without limiting the foregoing, there is no financing
statement or other filed or recorded instrument in which the
Debtor is named and which the Debtor has signed, as debtor or
mortgagor, now on file in any public office covering any of the
Collateral excepting the financing statements or other instruments
filed or to be filed in respect of and for the security interest
provided for herein.

2.3. Further Assurances. The Debtor will, upon the
request of and at no expense to the Secured Party, do, execute,
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acknowledge and deliver all and every further acts, deeds, con-
veyances, transfers and assurances necessary or proper for the
perfection of the security interest being herein provided for in
the Collateral, whether now owned or hereafter acquired. Without
limiting the foregoing but in furtherance of the security interest
herein granted in the rents and other sums due and to become due
under the Lease, the Debtor covenants and agrees that it will,
pursuant to Section 16 of the Lease, notify the Lessee of the
assignment hereunder and direct the Lessee to make all payments
of such rents and other sums due and to become due under the
Lease other than Excepted Rights in Collateral directly to the
Secured Party or as the Secured Party may direct in writing.

2.4. After-Acquired Property. Any and all property
described or referred to in the granting clauses hereof which is
hereafter acquired shall ipso facto, and without any further
conveyance, assignment or act on the part of the Debtor or the
Secured Party, become and be subject to the security interest
herein granted as fully and completely as though specifically
described herein, but nothing in this Section 2.4 contained
shall be deemed to modify or change the obligation of the Debtor
under Section 2.3 hereof.

2.5. Recordation and Filing. The Debtor will cooperate
fully with the Lessee and/or the Secured Party in any effort to
cause this Security Agreement and all supplements hereto, the
Lease and all supplements thereto, and all financing and continuation
statements and similar notices required by applicable law, at all
times to be kept, recorded and filed at no expense to the Secured
Party in such manner and in such place as may be requested in
writing by the Secured Party in order to fully preserve and
protect the rights of the Secured Party hereunder.

2.6. Modifications of the Lease. The Debtor will not:

(a) declare a default or exercise the remedies of the
Lessor under, or terminate, modify or accept a surrender
of, or offer or agree to any termination, modification or
surrender of, the Lease (except as otherwise expressly
provided herein) or, except as permitted under the Lease,
by affirmative act consent to the creation or existence of
any security interest or other lien to secure the payment
of 1ndebtedness upon the leasehold estate created by the
Lease or any part thereof;

(b) except in respect of Excepted Rights in Collateral,
receive or collect any rental payment under the Lease prior
to the date for payment thereof provided for by the Lease
or assign, transfer or hypothecate (other than to the Secured
Party hereunder) any rent payment which is then due or to
accrue in the future under the Lease in respect of the
Equipment; or

(c) except as otherwise provided in the Operative
Agreements (as defined in the Participation Agreement) and
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except in respect of Excepted Rights in Collateral, sell,
mortgage, transfer, assign or hypothecate (other than to
the Secured Party hereunder) its interest in the Equipment
or any part thereof or in any amount to be received by it
from the use or disposition of the Equipment.

2.7. DPower of Attorney in Respect of the Lease. The
Debtor does hereby irrevocably constitute and appoint the Secured
Party its true and lawful attorney with full power of substitution,
for it and in its name, place and stead, to ask, demand, collect,
receive, receipt for, sue for, compound and give acquittance for
any and all rents, income and other sums which are assigned under
Sections 1.1 and 1.2 hereof (with full power if an Event of
Default shall have occurred and be continuing hereunder to settle,
adjust or compromise any claim thereunder as fully as the Debtor
could itself do), and to endorse the name of the Debtor on all
commercial paper given in payment or in part payment thereof,
and in its discretion to file any claim or take any other action
or proceedings, either in its own name or in the name of the
Debtor or otherwise, which the Secured Party may deem necessary
or appropriate to protect and preserve the right, title and
interest of the Secured Party in and to such rents and other
sums and the security intended to be afforded hereby; provided
that so long as no Event of Default hereunder shall have occurred
and be continuing, or an Event of Default hereunder shall have
occurred and be continuing due solely to an Event of Default having
occurred under Sectlons 14.1(e) and 14.1(f) of the Lease and the
Lessee shall then have otherwise performed all of its obligations
under the Lease, the Secured Party agrees that it will not enter
into any waiver, agreement or amendment of any of the Operative
Agreements (as defined in the Participation Agreement) in the
name of the Debtor under this power of attorney without the
written concurrence of the Debtor.

2.8. Notice of Default. The Debtor further covenants
and agrees that it will give the Secured Party prompt written notice
of any event or condition constituting an Event of Default under the
Lease if the Debtor has actual knowledge of such event or condition.

2.9. Maintenance of Corporate Existence. The Debtor
will preserve and keep in full force and effect its corporate
existence, rights and franchises and all licenses and permits
necessary to the performance of its obligations hereunder, except
as otherwise provided in Section 2.10 hereof.

2.10. Restrictions on Mergers, Consolidations and
Sales of Assets. The Debtor will not sell, lease, transfer or
otherwise dispose of all or a substantial portion of its corporate
property or assets to any person, firm or corporation or consolidate
with or merge into any other corporation or permit another corporation
to merge into it unless (i) the successor formed by or resulting
from such consolidation or merger or to which such sale, lease
or other disposition shall have been made shall be a solvent
corporation organized under the laws of the United States of
America or a State thereof or the District of Columbia; (ii)
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such successor corporation (if other than the Debtor) shall assume
all of the Debtor's obligations under this Security Agreement,

the Notes, the Participation Agreement, the Lease and the Purchase
Agreement; and (iii) immediately after such merger, sale, lease

or other disposition, such successor corporation shall not be in
default in the performance or observance of any of the covenants,
agreements or conditions contained in the Participation Agreement,
this Security Agreement, the Lease or the Purchase Agreement.

SECTION 3. POSSESSION, USE AND RELEASE OF PROPERTY.

3.1. Possession of Collateral. While the Debtor is not
in default hereunder, it shall be permitted to remain in full
possession, enjoyment and control of the Equipment and to manage,
operate and use the same and each part thereof with the rights
and franchises appertaining thereto, provided, always, that the
possession, enjoyment, control and use of the Equipment shall at
all times be subject to the observance and performance of the
terms of this Security Agreement. It 1s expressly understood
that the use and possession of the Equipment by the Lessee under
and subject to the Lease shall not constitute a violation of
this Section 3.1.

3.2. Release of Property. So long as no default referred
to in Section 14 of the Lease has occurred and is continuing to
the knowledge of the Secured Party, the Secured Party shall execute
a release in respect of any Item of Equipment designated by the
Lessee for settlement of casualty value pursuant to Section 11
of the Lease upon receipt from the Lessee of written notice
designating the Item of Equipment in respect of which the Lease
will terminate and the receipt from the Lessee of all sums payable
for such Item of Equipment in compliance with Section 11 of the
Lease.

3.3. Protection of Purchaser. No purchaser in good
faith of property purporting to be released hereunder shall be
bound to ascertain the authority of the Secured Party to execute
the release, or to inquire as to any facts required by the provisions
hereof for the exercise of such authority; nor shall any purchaser,
in good faith, of any item or unit of the Collateral be under
obligation to ascertain or inquire into the conditions upon which
any such sale 1is hereby authorized.

SECTION 4. APPLICATION OF ASSIGNED RENTALS AND CERTAIN OTHER
MONEYS RECEIVED BY THE SECURED PARTY.

4,1. Application of Rents and Other Payments. As more
fully set forth in Section 1.2 hereof, the Debtor has hereby granted
tc the Secured Party a security interest in certain rents, issues,
profits, income and other sums due and to become due under the
Lease 1n respect of the Equipment as security for the Notes. So
long as no Event of Default as defined in Section 5 hereof has
occurred and 1s continuing:
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(a) The amounts from time to time received by the
Secured Party which constitute payment by the Lessee under
the Lease of the installments of rental under the Lease
shall be applied first, to the payment of the installments
of principal and interest (and in each case first to interest
and then to principal) on the Notes which have matured or
will mature on or before the due date of the installments
of rental which are received by the Secured Party, and then
the balance, if any, of such amounts shall be paid to or
upon the order of the Debtor not later than the first business
day following the receipt thereof;

(b) The amounts from time to time received by the
Secured Party which constitute settlement by the Lessee of
the "Casualty Value" for any Item of Equipment pursuant to
Section 11 of the Lease shall be applied by the Secured
Party as follows:

(i) First, to the payment of an amount, if any,
egual to the accrued and unpaid interest on that portion
of the Notes to be prepaid pursuant to the following
subparagraph;

(ii) Second, an amount equal to the Loan Value of
the Item of Equipment for which settlement is then
being made shall be applied to the prepayment of the
Notes so that each of the remaining installments of
each Note shall be reduced in the proportion that the
principal amount of the prepayment bears to the unpaid
principal amount of the Notes 1lmmediately prior to the
prepayment; and

(iii) Third, the balance, if any, of such amounts
held by the Secured Party after making the applications
provided for by the preceding subparagraphs (i) and
(1i) shall be released to or upon the order of the
Debtor on the date of payment of the amounts provided
in the preceding clauses (i) and (ii).

For purposes of this Section 4.1(b), the "Loan Value" in
respect of any Item of Equipment shall be an amount equal

to the product of (A) a fraction, the numerator of which is

an amount equal to the Total Cost (as defined in the Participa-
tion Agreement) of such Item of Equipment for which settlement
is then being made and the denominator of which is the sum

of the Aggregate Total Cost (as defined in the Participation
Agreement) of all Items of Equipment then subject to the

Lease (including the Total Cost of such Item of Equipment

for which settlement is then being made), times (B) the

unpaid principal amount of the Notes immediately prior to

the prepayment provided for in this Section U4.1(b) (after
giving effect to all prior payments of installments of
principal made or to be made in connection with the prepayment
provided for in this Section 4.1(b));
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(e)

The amounts received by the Secured Party from

time to time which constitute proceeds of casualty insurance
maintained by the Lessee in respect of the Equipment, shall
be held by the Secured Party as a part of the Collateral

and shall

be applied by the Secured Party from time to time

to any one or more of the following purposes:

(1) So long as no Event of Default under the

Lease has occurred and is continulng to the knowledge
of the Secured Party, the proceeds of such insurance
shall, if the Item of Equipment is to be repaired, be

rele
for
the
of £i
to s
paid

ased to the Debtor to reimburse or pay the Lessee
expenditures made for such repair upon receipt by
Secured Party of a certificate of an authorized
cer of the Lessee to the effect that any damage
uch Item in respect of which such proceeds were
has been fully repaired; and

(ii) 1If the insurance proceeds shall not have

been released to the Debtor pursuant to the preceding
paragraph (i) within 180 days from the receipt thereof

by ¢t

he Secured Party, or if within such period the

Lessee shall have notified the Secured Party in writing

that

the Lease is to be terminated in respect of such

Item in accordance with the provisions of Section 11.2

of t
unde
of t©

appl

4,2,

he Lease then so long as no Event of Default here-
r has occurred and is continuing to the knowledge

he Secured Party, the insurance proceeds shall be

ied by the Secured Party as follows:

(A) First, to the prepayment of the Notes,
all in the manner and to the extent provided for
by Section 4.1(b) hereof; and

(B) Second, the balance, if any, of such
insurance proceeds held by the Secured Party after
making the applications provided for by the preceding
subparagraph (A) shall be released to or upon the
order of the Debtor on the date of such prepayment
of the Notes.

Multiple Notes. If more than one Note 1s outstanding

at the time any such application is made, such application shall
be made on all outstanding Notes ratably in accordance with the
aggregate principal amount remaining unpaid thereon.

4.3.

Default. If an Event of Default referred to in

Section 5 hereof has occurred and is continuing, all amounts
received by the Secured Party pursuant to Section 1 hereof shall

be applied in

the manner provided for in Section 5 in respect

of proceeds and avails of the Collateral.
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SECTION 5. DEFAULTS AND OTHER PROVISIONS.

5.1. Events of Default. The term "Event of Default"
for all purposes of this Security Agreement shall mean one or more
of the following:

(a) Default in payment of an installment of the
principal of, or interest on, any Note when and as
the same shall become due and payable, whether at the
due date thereof or at the date fixed for prepayment
or by acceleration or otherwise, and such default shall
continue unremedied for five business days;

(b) An Event of Default (as defined in the Lease)
shall have occurred and be continuing under the Lease;

(c) Default on the part of the Debtor in the
due observance or performance of any covenant or agreement
to be observed or performed by the Debtor under this
Security Agreement or the Participation Agreement,
and such default shall continue unremedied for 30
days after written notice from the Secured Party to
the Debtor specifying the default and demanding the
same to be remediled;

(d) Any representation or warranty on the part
of the Debtor made herein or in the Participation Agreement
or in any report, certificate, financial or other statement
furnished by the Debtor in connection with this Security
Agreement, the Lease or the Participation Agreement, or the
transactions contemplated therein, shall prove to have been
false or misleading in any material respect when made;

(e) Any claim, lien or charge (other than Permitted
Encumbrances and liens, charges and encumbrances which
the Lessee 1s obligated to discharge under Section 9
of the Lease) shall be asserted against or levied or
imposed upon the Equipment which 1s prior to or on a
parity with the security interest granted hereunder,
~and such claim, lien or charge shall not be discharged
or removed (or bonded in a manner reasonably satisfactory
to the Secured Party) within thirty calendar days after
written notice from the Secured Party to the Debtor and
the Lessee demanding the discharge or removal thereof;

(f) The Debtor commences a voluntary case under any
bankruptcy law or similar law for relief of debtors or
consents to the appointment of a custodian, trustee or
receiver for the Debtor or the major part of its property
or makes an assignment for the benefit of its creditors,
or enters into an agreement of composition with 1its
creditors;

(g) A custodian, trustee or receiver is appointed
for the Debtor or the major part of its property and
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is not discharged within 30 days after such appointment;
or

(h) A decree or order for relief by a court having
jurisdiction in respect of the Debtor is entered in an
involuntary case under any bankruptcy law or similar
law for the relief of debtors and such decree or order
shall remain unstayed and in effect for 30 days following
such entry, or bankruptcy, reorganization, arrangement,
insolvency or liquidation proceedings, or other proceedings
for relief under any bankruptcy law or similar law for the
relief of debtors are instituted by or against the Debtor,
and if instituted against the Debtor are consented to or
are not dismissed within 30 days after such institution.

5.2. Secured Party's Rights. The Debtor agrees that
when any Event of Default as defined in Section 5.1 has occurred
and is continuing, but subject always to Sections 5.3 and 6 hereof,
the Secured Party shall have the rights, options, duties and
remedies of a secured party, and the Debtor shall have the rights
and duties of a debtor, under the Uniform Commercial Code of
Illinois, and without limiting the foregoing, the Secured Party
may exercise any one or more or all, and in any order, of the
remedies hereinafter set forth, it being expressly understood
that no remedy herein conferred is intended to be exclusive of
any other remedy or remedies, but each and every remedy shall be
cumulative and shall be in addition to every other remedy given
herein or now or hereafter existing at law or in equity or by
statute.

(a) The Secured Party may, by notice in writing
to the Debtor declare the entire unpaid balance of the
Notes to be immedilately due and payable, and thereupon
all such unpaid balance, together with all accrued
interest thereon, shall be and become immediately due
and payable;

(b) Subject always to the rights of the Lessee
under the Lease, provided the same is not then in
default, the Secured Party personally or by agents
or attorneys, shall have the right (subject to com-
pliance with any applicable mandatory legal require-
ments) to take immediate possession of the Collateral,
or any portion thereof, and for that purpose may pursue
the same wherever it may be found, and may enter any of
the premises of the Debtor, with or without notice, demand,
process of law or legal procedure, if this can be done
without breach of the peace, and search for, take pos-
session of, remove, keep and store the same, or use and
operate or lease the same until sold;

(e) Subject always to the rights of the Lessee

under the Lease, provided the same is not in default,
the Secured Party may, if at the time such action may be
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lawful and always subject to compliance with any mandatory
legal requirements, either with or without taking possession
and either before or after taking possession, and without
instituting any legal proceedings whatsoever, and having
first given notice of such sale by registered mail to the
Debtor and the Lessee once at least ten days prior to the
date of such sale, and any other notice which may be required
by law, sell and dispose of the Collateral, or any part
thereof, at public auction to the highest bidder, in one
lot as an entirety or in separate lots, and either for
cash or on credit and on such terms as the Secured Party
may determine, and at any place (whether or not it be the
location of the Collateral or any part thereof) desig-
nated in the notice above referred to; provided, how-
ever, that any such sale shall be held in a commercially
reasonable manner. Any such sale or sales may be ad-
journed from time to time by announcement at the time

and place appointed for such sale or sales, or for any
such adjourned sale or sales, without further published
notice, and the Secured Party or the Debtor may bid and
become the purchaser at any such sale;

(d) Subject always to the rights of the Lessee
under the Lease, provided the same is not then in
default, the Secured Party may proceed to protect and
enforce this Security Agreement and the Notes by suit
or suits or proceedings in equity, at law or in bankruptcy,
and whether for the specific performance of any covenant
or agreement herein contained or in execution or aid
of any power herein granted; or for foreclosure hereunder,
or for the appointment of a receiver or receivers for
the Collateral or any part thereof, or subject to the
provisions of Section 6 hereof, for the recovery of judgment
for the indebtedness hereby secured or for the enforcement
of any other proper, legal or equitable remedy availlable
under applicable law; and

(e) Subject always to the rights of the Lessee
under the Lease, provided the same is not then in
default, the Secured Party may proceed to exercise
all rights, privileges and remedies of the Debtor under
the Lease and may exercise all such rights and remedies
either in the name of the Secured Party or in the name of
the Debtor for the use and benefit of the Secured Party.

5.3. Certain Rights of the Debtor on the Occurrence
of an Event of Default Under the Lease. If an Event of Default
under the Lease (other than an Event of Default resulting from
an event referred to in Section 14.1(e) or (f) thereof) or under
Section 5.1(a) hereof shall have occurred and be continuing, the
Secured Party shall give the Debtor not less than ten days'
prior written notice of the date (the "Enforcemert Date") on
which the Secured Party will exercise any remedy or remedies
pursuant to Section 5.2 hereof. If an Event of Default under
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the Lease (other than an Event of Default resulting from an event
referred to in Section 1l4.1(e) or (f) thereof), and any resulting
default under Section 5.1 hereof, shall have occurred and be

continuing, the Debtor shall have the following rights hereunder:

(a) Right to Cure. In the event of the occurrence
of an Event of Default pursuant to Section 14.1(a)
or 14.1(c) of the Lease (or both) resulting from
the faillure of the Lessee to pay any sums due thereunder,
or to observe or perform any other of its covenants,
conditions and agreements contained in any of the Operative
Agreements, the Debtor may, prior to the Enforcement Date,
in the case of an Event of Default pursuant to said Section
14.1(a) (and a resulting default hereunder), pay to the
Secured Party an amount equal to any principal and
interest (including interest, if any, on overdue payments
of principal and interest) then due and payable on the
Notes, and in the case of an Event of Default pursuant
to said Section 14.1(c) pay any sums necessary and
effective to accomplish the observance or performance
of the covenant, condition or agreement which the Lessee
has failed to observe or perform, such sums to be paid
to the party entitled to receive the same (including
interest, if any, thereon), or otherwise provide for the
performance of such undertaking of the Lessee and any such
payment or performance by the Debtor under this Section
5.3(a) shall be deemed to cure any such Event of Default
under the Lease and any Event of Default hereunder resulting
therefrom (including, without limitation, an Event of Default
under Section 5.1(a) hereof) which would otherwise have
arlsen on account of such non-payment, non-observance or
non-performance by the Lessee under the Lease; provided,
however, that the Debtor may not exercise such right in
respect of more than two consecutive Fixed Rental (as
defined in the Lease) payment defaults or in any event more
than a total of six times throughout the term of the
Lease in respect of Fixed Rental payment defaults.

The Debtor shall not, by exercising the right to
cure any such Event of Default, obtain any lien, charge or
encumbrance of any kind on any of the Collateral for or on
account of costs or expenses incurred 1in connection with
the exercise of such right nor shall any claims of the
Debtor against the Lessee or any other party for the repayment
of such costs or expenses impalr the prior right and securlty
interest of the Secured Party in and to the Collateral.

Upon such payment by the Debtor of the amount of principal
and interest then due and payable on the Notes, the Debtor
shall be subrogated to the rights of the Secured Party in
respect of any Fixed Rental which was overdue at the time

of such payment and interest payable by the Lessee on account
of its belng overdue, and therefore, if no other Event of
Default shall have occurred and be continulng and 1if all
principal and interest payments due on the Notes have been
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paid at the time of receipt by the Secured Party of such
Fixed Rental and such interest, the Debtor shall be entitled
to receive such Fixed Rental and such interest upon receipt
thereof by the Secured Party; provided that (i) in the

event the principal and interest on the Notes shall have
become due and payable pursuant to Section 5.2(a) hereof,
such subrogation shall, until principal of and interest on
all Notes shall have been paid in full, be subordinate to
the rights of the Secured Party in respect of such payment
of PFixed Rental and such interest prior to receipt by the
Debtor of any amount pursuant to such subrogation, and (ii)
the Debtor shall not be entitled to seek to recover any

such payment (or any payment in lieu thereof) except pursuant
to the foregoing right of subrogation.

The exercise by the Debtor of its rights set forth
herein in accordance with the provisions hereof shall cure
any Event of Default cured by the exercise of such rights
nunc pro tunc.

(b) Option to Prepay Notes. In addition to the rights
of the Debtor granted in the Notes and whether or not the
Debtor shall then have the right to cure an Event of Default
under the Lease pursuant to Section 5.3(a) above, the Debtor
may, if an Event of Default has occurred and is continuing
which is the result of an Event of Default under the Lease,
at its option prepay the Notes, without premium or penalty,
by payment of the entire unpaid principal amount thereof,
together with accrued interest thereon to the date of
prepayment.

5.4. Acceleration Clause. In case of any sale of the
Collateral, or of any part thereof, pursuant to any Jjudgment or
decree of any court or otherwise in connection with the enforcement
of any of the terms of this Security Agreement, the principal of
the Notes, if not previously due, and the interest accrued thereon,
shall at once become and be immediately due and payable; also in the
case of any such sale, the purchaser or purchasers, for the purpose
of making settlement for or payment of the purchase price, shall
be entitled to turn 1In and use the Notes and any claims for interest
matured and unpaid thereon, in order that there may be credited as
paid on the purchase price the sum apportionable and applicable to
the Notes including principal and interest thereof out of the net
proceeds of such sale after allowing for the proportion of the
total purchase price required to be paid in cash.

5.5. Waiver by Debtor. To the extent permitted by law,
the Debtor covenants that it will not at any time insist upon or
plead, or in any manner whatever claim or take any benefit or
advantage of, any stay or extension law now or at any time hereafter
in force, nor claim, take, nor insist upon any benefit or advantage
of or from any law now or hereafter in force providing for the
valuation or appraisal of the Collateral or any part thereof
prior to any sale or sales thereof to be made pursuant to any
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provision herein contained, or pursuant to the decree, judgment

or order of any court of competent jurisdiction; nor, after such
sale or sales, claim or exercise any right under any statute now
or hereafter made or enacted by any state or otherwise to redeem
the property so sold or any part thereof, and, to the full extent
legally permitted, hereby expressly waives for itself and on
behalf of each and every person, except decree or judgment creditors
of the Debtor acquiring any interest in or title to the Collateral
or any part thereof subsequent to the date of this Security
Agreement, all benefit and advantage of any such law or laws,

and covenants that it will not invoke or utilize any such law or
laws or otherwise hinder, delay or impede the execution of any
power hereln granted and delegated to the Secured Party, but

will suffer and permit the execution of every such power as

though no such power, law or laws had been made or enacted.

5.6. Effect of Sale. Any sale, whether under any power
of sale hereby given or by virtue of judicial proceedings, shall
operate to divest all right, title, interest, claim and demand
whatsoever, either at law or in equity, of the Debtor in and to
the property sold, and shall be a perpetual bar, both at law and
in equity, against the Debtor, its successors and assigns, and
against any and all persons claiming the property sold or any
part thereof under, by or through the Debtor, its successors or
assigns (subject, however, to the then existing rights, if any,
of the Lessee under the Lease); provided however, that nothing
in this Agreement shall operate to deprive the Debtor of title
to the Collateral prior to any sale or sales thereof made pursuant
to any provision herein contained, or pursuant to the decree,
Judgment or order of any court of competent jurisdiction.

5.7. Application of Proceeds. The proceeds and/
or avalls of the Collateral, or any part thereof, and the proceeds
and the avails of any remedy hereunder shall be as soon as
practicable after the receipt thereof paid to and applied as
follows:

(a) First, to the payment of costs and expenses
of foreclosure or suit, if any, and of such sale, and
of all proper expenses, liability and advances, including
legal expenses and attorneys' fees, incurred or made
hereunder by the Secured Party and of all taxes, assessments
or liens superior to the lien of these presents, except
any taxes, assessments or other superior lien subject
to which said sale may have been made;

(b) Second, to the payment to the Secured Party of
the amount then owing or unpaid on the Notes for principal,
interest and premium, if any; and in case such proceeds
shall be insufficient to pay in full the whole amount so
due, owing or unpaid upon the Notes, then ratably according
to the aggregate of such principal and the accrued and
unpaid interest and premium, if any, with application on
each Note to be made, first, to the unpaid interest thereon,
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second, to unpaid premium, if any, thereon, and third, to
unpald principal thereof; such application to be made upon
presentation of the several Notes, and the notation thereon
of the payment, if partially paid, or the surrender and
cancellation thereof, if fully paid; and

(¢) Third, to the payment of the surplus, if any, to
the Debtor, its successors and assigns, or to whomsoever
may be lawfully entitled to receive the same.

5.8. Discontinuance of Remedies. In case the Secured
Party shall have proceeded to enforce any right under this Security
Agreement by foreclosure, sale, entry or otherwise, and such pro-
ceedings shall have been discontinued or abandoned for any reason,
then and in every such case the Debtor and the Secured Party
shall be restored to their former positions and rights hereunder
with respect to the property subject to the security interest
created under this Security Agreement.

5.9. Cumulative Remedies. No delay or omission of the
Secured Party to exercise any right or power arising from any
default or Event of Default under this Agreement shall exhaust
or impair any such right or power or prevent its exercise during
the continuance thereof. No wailver by the Secured Party of any
such default or Event of Default, whether such waiver be full or
partial, shall extend to or be taken to affect any subsequent
default, or to impair the rights resulting therefrom except as
may be otherwise provided herein. No remedy hereunder is intended
to be exclusive of any other remedy but each and every remedy
shall be cumulative and in addition to any and every other remedy
glven hereunder or otherwise existing; nor shall the giving,
taking or enforcement of any other or additional security, collateral
or guaranty for the payment of the indebtedness secured under this
Security Agreement operate to prejudice, waive or affect the
security of this Security Agreement or any rights, powers or remedies
hereunder, nor shall the Secured Party be required to first look
to, enforce or exhaust such other or additional security, collateral
or guaranty.

SECTION 6. LIMITATIONS OF LIABILITY.

Except as otherwise provided in Section 2.2 hereof,
anything in this Security Agreement to the contrary notwithstanding,
neither the Secured Party nor its successors or assigns, shall
have any claim, remedy or right to proceed against the Debtor in
its individual corporate capacity or any incorporator or any
past, present or future subscriber to the capital stock of, or
stockholder, officer or director of the Debtor; for the payment
of any deficlency or any other sum owing on account of the
indebtedness evidenced by the Notes or for the payment of any
liability resulting from the breach of any representation, agreement
or warranty of any nature whatsoever in this Security Agreement,
from any source other than the Collateral, including the sums
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due and to become due under the Lease; and the Secured Party by
the execution of this Security Agreement waives and releases any
personal liability of the Debtor in its individual corporate
capaclity and any incorporator or any past, present or future
subscriber to the capital stock of, or stockholder, officer or
director of the Debtor for and on account of such indebtedness
or such liability, and the Secured Party agrees to look solely
to the Collateral, including the sums due and to become due
under the Lease for the payment of said indebtedness or the
satisfaction of such liability; provided, however, nothing
herein contained shall 1limit, restrict or impair the rights of
the Secured Party to accelerate the maturity of the Notes upon

a default under this Security Agreement; to bring suit and
obtain a Jjudgment against the Debtor on the Notes or to exercise
all rights and remedies provided under this Security Agreement
or otherwise realize upon the Collateral.

SECTION 7. MISCELLANEOUS.

T.1l. Registration and Execution. The Notes shall be
registered as to principal and interest and shall be signed on
behalf of the Debtor by its President or any Vice President
or any other officer of the Debtor who, at the date of the actual
execution thereof, shall be a proper officer to execute the same.

7.2. Payment of the Notes. (a) The principal of, and
premium, if any, and interest on the Notes shall be payable by wire
transfer of immediately available funds to the Secured Party, as
provided in Schedule 2 to the Participation Agreement or as such
Secured Party shall otherwise designate by notice to the Debtor.
All payments so made shall be valid and effective to satisfy and
discharge the 1liability upon such Note to the extent of the sums
so pald. The Secured Party agrees that, before selling, transfer-
ring or otherwise dlsposing of any Note, it will present such Note
to the Debtor for transfer and notation as provided in Sections
7.4 and T7.5.

(b) All amounts constituting payment of the installments
of rental under the Lease or Casualty Value received by the Secured
Party and applied on the Notes pursuant to Section 4 hereof shall
be valid and effective to satisfy and discharge the liability upon
such Notes to the extent of the amounts so received and applied.

7.3. The Register. The Debtor will keep at its
principal office a register for the registration and transfer of
Notes (herein called the "Register"). The names and addresses of
the holders of the Notes, the transfers of the Notes and the names
and addresses of the transferees of all Notes shall be registered
in the Register. ' )
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7.4. Transfers and Exchanges of Notes; Lost or Mutilated

Notes.

(a) The holder of any Note may transfer such Note
upon the surrender thereof at the principal corporate
office of the Debtor. Thereupon, the Debtor shall
execute in the name of the transferee a new Note or
Notes in denomlnations not less than $50,000 (except
as may be necessary to reflect any principal amount
not evenly divisible by $50,000) in aggregate principal
amount equal to the unpaid principal amount of the Note
so surrendered and deliver such new Note or Notes as
instructed by such holder to such transferee.

(b) The holder of any Note or Notes may surrender
such Note or Notes at the principal office of the Debtor,
accompanied by a written request for a new Note or Notes
in the same aggregate principal amount as the then unpaid
principal amount of the Note or Notes so surrendered and
in denominations of $50,000 (except as may be necessary
to reflect any principal amount not evenly divisible by
$50,000) or such amount in excess thereof as may be spec-
ified in such request. Thereupon, the Debtor shall execute
in the name of such holder a new Note or Notes in the denom-
ination or denominations so requested and in the aggregate
principal amount equal to the aggregate unpaid principal
amount of the Note or Notes so surrendered and deliver such
new Note or Notes to such holder.

(e¢) All Notes presented or surrendered for exchange

or transfer shall be accompanied (if so required by the
Debtor) by a written instrument or instruments of assignment
or transfer, in form satisfactory to the Debtor, duly executed
by the registered holder or by its attorney duly authorized

in writing. The Debtor shall not be required to make a
transfer or an exchange of any Note for a period of ten days
preceding any installment payment date with respect thereto.

(d) No notarial act shall be necessary for the transfer
or exchange of any Note pursuant to this Section 7.4, and
the holder of any Note issued as provided in this Section
7.4 shall be entitled to any and all rights and privileges
granted under this Security Agreement to the Secured Party.

(e) 1In case any Note shall become mutilated or be
destroyed, lost or stolen, the Debtor, upon the written
request of the holder thereof, shall execute and deliver a
new Note in exchange and substitution for the mutilated
Note, or in lieu of and in substitution for the Note so
destroyed, lost or stolen. The applicant for a substituted
Note shall furnish to the Debtor such security or indemnity
as may be required by the Debtor to save it harmless from
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all risks, and the applicant shall also furnish to the
Debtor such mutilated Note or evidence to its satisfaction

of the destruction, loss or theft of the applicant's Note

and of the ownership thereof. In case any Note which has
matured or will mature within three months shall become
mutilated or be destroyed, lost or stolen, the Debtor may,
instead of issulng a substituted Note, pay or authorize the
payment of the same in accordance with the provisions thereof
(without surrender thereof except in the case of a mutilated
Note), if the applicant for such payment shall furnish to

the Debtor such security or lndemnity as the Debtor may
require to save it harmless, and shall furnish the mutilated
Note or evidence to the satisfaction of the Debtor of the
destruction, loss or theft of such Note and the ownership
thereof. If the original Secured Party, or its nominee, is
the owner of any such lost, stolen or destroyed Note, then
the affidavit of the president, vice president, treasurer

or assistant treasurer of such original Secured Party setting
forth the fact of loss, theft or destruction and of its
ownership of the Note at the time of such loss, theft or
destruction shall be accepted as satisfactory evidence
thereof and no indemnity shall be required as a condition

to execution and delivery of a new Note other than the
written agreement of such original Secured Party to indemnify
the Debtor for any claims or action against it (and for its
attorney's fees) resulting from the issuance of such new

Note or the reappearance of the old Note.

7.5. The New Notes.

(a) Each new Note (herein, in this Section 7.5, called
a "New Note") issued pursuant to Section 7.4(a), (b) or (e)
in exchange for or in substitution or in lieu of an outstanding
Note (herein, in this Section 7.5, called an "0l1d Note") shall
be dated the date of such 01d Note. The Debtor shall mark, at
the directlion of the Secured Party and on the basis of informa-
tion provided by the Secured Party, on each New Note (1)
the dates to which principal and interest have been paid on
such 01d Note, (ii) all payments and prepayments of principal
previously made on such 0ld Note which are allocable to such
New Note, and (i1iii) the amount of each installment payment
payable on such New Note. Fach installment payment payable
on such New Note on any date shall bear the same proportion
to the installment payment payable on such 01d Note on such
date as the original principal amount of such New Note bears
to the original aggregate principal amount of such 01ld Note.
Interest shall be deemed to have been paid on such New Note
to the date on which interest shall have been paid on such
01d Note, and all payments and prepayments of principal
marked on such New Note, as provided in clause (ii) above,
shall be deemed to have been made thereon.

(b) Upon the issuance of a New Note pursuant to

Section 7.4(a), (b) or (e), the Debtor may require the
payment of a sum to reimburse it for, or to provide 1t
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with funds for, the payment of any tax or other governmental
charge or any other charges and expenses connected therewith
which are pald or payable by the Debtor.

(¢) All New Notes issued pursuant to Section T.4(a),
(b) or (e) in exchange for or in substitution or in lieu
of 01d Notes shall be valid obligations of the Debtor
evidencing the same debt as the 0l1d Notes and shall be
entitled to the benefits and security of this Security
Agreement to the same extent as the 01d Notes.

(d) Upon the issuance of any Note pursuant to this
Security Agreement, the Debtor will prepare and deliver to
the Secured Party an amortization schedule with respect to
such Note setting forth the amount of the installment payments
to be made on such Note after the date of issuance thereof
and the unpald principal balance of such Note after each
such installment payment. The Debtor shall deliver, or
send by first-class maill, postage prepald, one copy of the
applicable schedule to the holder of such Note at its address
set forth in the Register.

7.6. Cancellation of Notes. All Notes surrendered for
the purpose of payment, redemption, transfer or exchange shall be
delivered to the Debtor for cancellation or, if surrendered to the
Debtor, shall be cancelled by it, and no Notes shall be issued in
lieu thereof except as expressly required or permitted by any of
the provisions of this Security Agreement.

7.7. Reglstered Owner. The person in whose name any
Note shall be registered shall be deemed and treated as the owner
thereof for all purposes of thils Security Agreement and the Debtor
shall not be affected by any notice to the contrary. Payment of
or on account of the principal of, premium, if any, and interest
on such Note shall be made only to or upon the order in writing of
such reglistered owner. For the purpose of any request, direction
or consent hereunder, the Debtor may deem and treat the registered
owner of any Note as the owner thereof without production of such
Note.

7.8. Successors and Assigns. Whenever any of the parties
hereto 1s referred to, such reference shall be deemed to include
the successors and assigns of such party; and all the covenants,
promises and agreements in this Security Agreement contained by or
on behalf of the Debtor or by or on behalf of the Secured Party,
shall bind and inure to the benefit of the respective successors
and assigns of such parties whether so expressed or not.

7.9. Partial Invalidity. The unenforceability or
invalidity of any provision or provisions of this Security Agreement
shall not render any other provision herein contained unenforceable
or invalid, provided that nothing contained in this Section 7.9
shall be construed to be in derogation of any rights or immunities
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of the Debtor in its individual capacity under Section 6 hereof,
or to amend or modify any limitations or restrictions on the
Secured Party or its successors or assigns under said Section 6.

7.10. Communications. All communications provided for
herein shall be in writing and shall be deemed to have been given
when delivered personally or otherwise actually received at the
following addresses:

If to the Debtor: IC Equipment Leasing Company
111 Fast Wacker Drive, Suite 2700
Chicago, Illinois 60601
Attention: Treasurer

If to the Secured Mercantile Trust Company N.A.
Party: 8th and Locust Streets
Mercantile Tower
P. O. Box 524
St. Louls, Missouri 63101
Attention:

If to the
holder of Notes: At its address for notices set
forth in the Register

or to any such party at such other address as such party may
designate by notice duly given in accordance with this Section
to the other parties.

7.11. Amendments. This Security Agreement may, from
time to time and at any time, be amended or supplemented by an
instrument or instruments in writing executed by the Debtor and
the Secured Party.

7.12. Release. The Secured Party shall release this
Security Agreement and the security interest granted hereby by
proper instrument or instruments upon presentation of satisfactory
evidence that all indebtedness secured hereby has been fully
paid or discharged.

7.13. Business Day. Notwithstanding anything herein
or in any other Operative Agreement to the contrary, if the date
on which any payment is to be made pursuant to this Security
Agreement is not a business day, the payment otherwlse payable
on such date shall be payable on the next succeeding business
day. For purposes of this Security Agreement, the term "business
day" means calendar days, excluding Saturdays, Sundays and holidays
on which banks in the State of Illinois are authorized or required
to close.
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7.14. Governing Law. This Security Agreement and the
Notes shall be construed in accordance with and governed by the laws
of the State of Illinois; provided, however, that the Secured Party
shall be entitled to all the rights conferred by any applicable
Federal statute, rule or regulation.

7.15. Counterparts. This Security Agreement may be
executed, acknowledged and delivered in any number of counterparts,
each of such counterparts constituting an original but all together
only one Securlty Agreement. ’

7.16. Headings. Any headings or captions preceding
the text of the several sectlons hereof are intended solely for
convenience of reference and shall not constitute a part of this
Securlty Agreement nor shall they affect its meaning, construction
or effect.

IN WITNESS WHEREOF, the Debtor has caused this Security
Agreement to be executed and delivered as of the day and year
first above written.

[CORPORATE SEAL]
IC EQUIPMENT LEASING COMPANY

ATTEST:

W /Aud, By el QA
' Its Treasyfer/ ik -
' <<, Secretary A o~ e =

-23-



STATE OF ILLINOIS )

COUNTY OF COOK )

, 1982, before me personally
appeared Nt T s 707> , Lo me persona
known, who being by “me. du;ﬂ'swovn, says that (s)he is a
of IC EQUIPMENT LEASING COMPANY, that one of the seals affixed
to the foregoing instrument is the corporate seal of said corporation,
that said instrument was signed on behalf of said corporation

by authority of its Board of Directors; and he acknowledged that
the execution of the foregolng instrument was the free act and
deed of said corporation. :

On thl

-

Notary Public }:af/,a

(SEAL)

My commission expilres:

el 13, 15FL
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DESCRIPTION OF EQUIPMENT

5 SD-20 Diesel Electric Locomotives Marked
and Numbered ICG 2034 through ICG 2038, both
inclusive
326 100-Ton Open Top Hopper Cars Marked and Numbered

ICG 388790 through ICG 389115, both inclusive

SCHEDULE 1
(to Security Agreement)



PRINCIPAL AMORTIZATION SCHEDULE

(Payments Required Per $1,000,000 Principal Amount

of Secured Notes Issued by Debtor)

-

Due Date

April 25, 1985
July 25, 1985
October 25, 1985
January 25, 1986
April 25, 1986
July 25, 1986
October 25, 1986
January 25, 1987
April 25, 1987
July 25, 1987 -
October 25, 1987
January 25, 1988
April 25, 1988
July 25, 1988
October 25, 1988
January 25, 1989
April 25, 1989
July 25, 1989
October 25, 1989
January 25, 1990
April 25, 1990
July 25, 1990
October 25, 1990
January 25, 1991
April 25, 1991
July 25, 1991
October 25, 1991
January 25, 1992
April 25, 1992
July 25, 1992
October 25, 1992
January 25, 1993
April 25, 1993
July 25, 1993
October 25, 1993
January 25, 1994
April 25, 1994
July 25, 1994
October 25, 1994
January 25, 1995

Total
Principal-
Payment

$14,836.
.14

15,207

15,587.
15,977.
16,376.
16,785.
17,205.
.62
18,076.
18,528.
18,991.
19, 466.
19,953.
20,451,
20,963.
21,487.
22,024,
.08

17,635

22,575

23,139.
23,717.
24,310,
24,918,
25,541,
.18

26,180

26,834,
27,505.
28,193.

28,898

29,620.
30,360.
31,120.
31,898.
32,695.
33,512,
34,350.
35,209.
36,089.
36,991.
37,916.
38,864,

23

32
00
43
84
48

51
42
63
42
08
91
21
29
b7

L6
95
90
67
63

68
55
19

.02

47
98
00

SCHEDULE 2

(to Security Agreement)

Principal
Balance

$985,163.
969,956.
954,369.
938,392.
922,015.
905,230.
888,024,
870,388.
852,312.
833,784,
814,792.
795,325.
775,372,
754,920.
733,957.
712,470.
690, 446.
667,870.
ouL,731.
621,013.

596,702
571,783

520,062

149,862

113,773.
76,781.
38,864,

0.00

T
63
31
31
88
04
56
94
43
01
38
96
88
97
76
47
00
92
16
51
61

.94
546,242,

31

.13
493,227.
465,721.
437,528.
408,630.
379,010.
348,649,
317,529.
285,631.
252,935.
219,422,
185,072.
.86

45
90
71
69
22
24
24
24
79
95
29

20

30
60



IC EQUIPMENT LEASING COMPANY SECURED NOTE

No. R-

$ , 1982

FOR VALUE RECEIVED, the undersigned, IC EQUIPMENT LEASING
COMPANY, promises to pay to

MERCANTILE TRUST COMPANY N.A.

or registered assigns,
the principal sum of

and to pay interest accrued and unpaid from the date hereof until
maturity (computed on the actual number of days elapsed divided by
360) on the unpaid principal hereof at the per annum rates from
time to time in effect as hereinafter provided, in installments

as follows:

(i) Installments of accrued and unpaid interest
only are payable on January 25, 1983 and on the twenty-
fifth day of each April, July, October and January there-
after to and including November 1, 1984; followed by

(ii) Forty (40) installments of principal and
interest, the amount of the principal portion of each
respective installment being equal to the amount there-
for specified on Schedule A attached hereto and made a
part hereof, payable on April 25, 1985 and on the twenty-
fifth day of each July, October, January and April there-
after to and including January 25, 1995; and

(iii) Interest on overdue principal and (to the
extent legally enforceable) on overdue interest
at a rate per annum determined from time to time as
hereinafter provided.

For the period from and after the date of this Note to
but not including January 25, 1985, interest accrued and payable
pursuant to clause (i) above shall be computed at the Prime Rate
and interest accrued and payable pursuant to clause (iii) above
shall be computed at 1% in excess of the Prime Rate. For the
period from and after January 25, 1985 to but not including
January 25, 1988, interest accrued and payable pursuant to clause
(11) above shall be computed at 103% of the Prime Rate and inter-
est accrued and payable pursuant to clause (iii) above shall be
computed at 1% in excess of 103% of the Prime Rate. For the period

EXHIBIT A
(to Security Agreement)



from and after January 25, 1988 to but not including January 25,
1991 interest accrued and payable pursuant to clause (ii) above
shall be computed at 105% of the Prime Rate and interest accrued
and payable pursuant to clause (iii) above shall be computed at
1% in excess of 105% of the Prime Rate. For the period from and
after January 25, 1991 until the entire principal and interest
on this Note shall have been paid in full, interest accrued and
payable pursuant to clause (ii) above shall be computed at 108%
of the Prime Rate and interest accrued and payable pursuant to
clause (iii) above shall be computed at 1% in excess of 108%

of the Prime Rate. As used herein, the term "Prime Rate" shall
mean that rate of interest which from time to time 1is announced
by Mercantile Trust Company N.A., as 1its prime rate.

Both the principal hereof and interest hereon are payable
to the registered holder hereof in coln or currency of the United
States of America which at the time of payment shall be legal
tender for the payment of public and private debts. If the date
on which any payment on this Note is to be made 1s not a business
day, the payment otherwise payable on such date shall be payable
on the next succeeding business day. For purposes of this Note,
the term "business day" means calendar days, excluding Saturdays,
Sundays and holidays on which banks 1n the State of Illinois are
authorized or required to close.

This Note is one of the Secured Notes of the Company
not exceeding $11,788,660 in aggregate principal amount (the
"Notes") issued under and pursuant to the Participation Agreement
dated as of July 1, 1982 among the Company, Illinois Central
Gulf Railroad Company (the "Lessee"), Waterloo Railroad Company
and the Secured Party, and also issued under and equally and
ratably with said other Notes secured by that certain Security
Agreement dated as of July 1, 1982 (the "Security Agreement")
from the Company to the Secured Party. Reference is made to the
Security Agreement and all supplements and amendments thereto
executed pursuant to the Security Agreement for a descriptilon
of the Collateral (as defined in the Security Agreement), and
the nature and extent of the security and rights of the Secured
Party, the holder or holders of the Notes and of the Company in
respect thereof.

This Note may be prepaid by the Company upon not less
than ten business days prior written notice given in the
manner provided in Section 7.10 of the Security Agreement in an
amount equal to the entire unpaid principal plus accrued interest
to the date of prepayment, but without premium.

The terms and provisions of the Security Agreement and
the rights and obligations of the Secured Party and the rights
of the holders of the Notes may be changed and modified to the
extent permitted by and as provided in the Security Agreement.

This Note is a registered Note and 1is transferable only
by surrender thereof at the principal office of the Company, duly
endorsed or accompanied by a written instrument of transfer, duly
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executed by the reglstered holder of this Note or his attorney duly
authorized in writing.

This Note and the Security Agreement are governed by and
construed in accordance with the laws of the State of Illinois.

Anything in this Note to the contrary notwithstanding,
no holder hereof, nor any successors or assigns thereof shall
have any claim, remedy or right to proceed against the Company
in its individual corporate capacity or any incorporator or any
past, present or future subscriber to the capital stock of, or
stockholder, officer or director of the Company for the payment
of any deficiency or any other sum owing on account of the
indebtedness evidenced by this Note or for the payment of any
liability resulting from the breach of any representation, agree-
ment or warranty of any nature whatsoever, from any source other
than the collateral under the Security Agreement (the "Collateral");
and the holder of this Note by its acceptance hereof waives and
releases any personal liability of the Company in its individual
corporate capacity, and any incorporator or any past, present or
future subscriber to the capital stock of, or stockholder, officer
or director of the Company for and on account of such indebtedness
or such liability; and the holder of this Note agrees to look
solely to the Collateral for the payment of said indebtedness or
the satisfaction of such liability; provided, however, nothing
herein contained shall limit, restrict or impair the rights of
the Secured Party and its successors and assigns to accelerate
the maturity of this Note upon a default thereunder, to bring
suit and obtain a judgment against the Company on this Note or
to exercise all rights and remedies provided under the Security
Agreement or otherwise realize upon the Collateral; provided,
further, that nothing in this paragraph shall be construed to
limit in scope or substance those representations and warranties
of the Company in its individual capacity set forth in the Partic-
ipation Agreement or the Security Agreement.

IN WITNESS WHEREOF, the Company has caused this Note
to be duly executed.

IC EQUIPMENT LEASING COMPANY

By
Its

NOTICE
THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TO THE SECURITIES
ACT OF 1933 OR UNDER THE SECURITIES LAWS OF ANY STATE. THIS
NOTE MAY NOT BE OFFERED OR SOLD UNLESS IT IS REGISTERED UNDER
THE APPLICABLE SECURITIES LAWS OR UNLESS AN EXEMPTION FROM SUCH
REGISTRATION IS AVAILABLE.
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